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BUDGET RESOLUTION/Paying for Tax Cuts & Social Security Reform

SUBJECT: Senate Concurrent Budget Resolution for fiscal years 1999-2003 . . . S.Con. Res. 86. Brownback
amendment No. 2177.

ACTION: AMENDMENT AGREED TO, 52-46

SYNOPSIS:  Asreported, S.Con. Res. 86, the Senate Concurrengé@iRkesolution for fiscajears 1999-2003, will balance
the unified budet in 1998 and will run spluses for each of the next 5 fisgalars. Both Federapsndirg and

Federal revenues will increase Bescent from fiscayear (FY) 1998 to FY 1999. All spluses will be reserved for Social Secprit
reform. A reserve fund will be established to allow the entire Federal share of revenueg femultipotential tobacco settlement
to be dedicated to bolstegiMedicare's solveryc

The Brownback amendmentwould exress the sense of the Senate that the functional totalsyingéhnis resolution assume
that the costs of tax cuts or Social Segueforms mg be offset ly eliminating discretionay spendirg programs, and that bt
rules and laws should be amendegdmmit paying for tax cuts and Social Secyriteforms ly eliminating discretionay spendirg
programs.

Those favoringthe amendment contended:

Under current bugket "paygo” (deficit-neutral)procedures, neither tax cuts nor new mangaspendirg may be offset ly
reductions in discretionaispendirg. The reason is that a tax cut will result in reduced revenuesyrdhd is enacted and in each
succeedig year, and new mandayogpendirg will result in new pendirg in theyear it is enacted and in each succegpgear, but
a cut in discretiongrgpendirg will ordinarily only gpply in theyear it is enacted. For instance, if Qass were tpass a lavgiving
a new welfare benefit, theeaple getting that benefit wouldjet it theyear it was enacted and eygear thereafter unless Ggess
passed a new law talgrit away. If Congress said it woulgbay for that benefit i cutting the amountgent on a discretiongr
spendirg program such as the Clean Water gteon, thogh, it would have to cut that amount in tyear itpassed the benefit, it
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would have to cut that same amouptidw the nexiyear, the nexyear, and so on for as lgas the benefit existed. If inyagear
ary Corgress increasedendirg for the Clean Water Pgoam the new welfare benefit would no ¢em bepaid for.

However, we do not think that tipenciple goplies when the discretionasavirgs come from the elimination of an entire Federal
program. If, for instance, program providing discretionay tobacco subsidies were tota#liminated, the savgs would be as
permanent as grtax relief or mandatgrspendirg increase. Thpressure would not exist to add a little bit back egedr to the
program if it no lorger existed. The oplother stp that would be needed to make the dggrermanent would be to lower the
discretionay spendirg cgps by the same amount. In this manner, discretipsavirgs could be used as offsets for tax cuts or
increased mandatpspendirg.

In our qoinion, the twogreatest Federakiorities should be to reduce the tax burden, which is now pedfent of income for
the averge American fami, and to save Social Secyritvhich will go broke in 2029 if reforms are not enacted. Some of the
Federal Government's lowgstorities are to continupaying for mary current discretiongrspendirg programs, includig programs
that provide tobacco subsidies aptbgrams thaggive comporate welfare to rich businesses. As far as we are concerned, those
programs are napriorities at all--thg are national embarrassments and gesdhat should have beenggted lorg ago. Still, they
have their defenders in Cgness, and one of the reasong/thave been able to survive is that thedmtdules forbid the savijs
that would come from their elimination to be usedit@ tax relief or to reform the Social Secyrs/stem.

Accordingly, we have offered the Brownback amendment fwess the sense of the Senate that thgdiudles should be
charged. We should be allowed to yrmanent discretiongisavirgs togive the Americarpegle much-needed tax relief and
to pay for Social Secunt reforms. The choice is spie--tax relief and Social Securiteform or wasteful Governmerpendirg.

We choose the former.

Those opposinghe amendment contended:

We stromgly oppose this amendment. The topaircentae of the budet that is pent on discretiongrspendirg is declinirg
rapidly, and the Brownback amendment woyldexd that dp. Tax cuts have universgbgeal, as does Social Secynieform, but
a lot of discretionar programs are more iportant inparticular States. For instance, wgrese with our collegues that tobacco
subsidies should be eliminated, tgbwe doubt that the Senators from States such as North Carolina or Kesieek Those
Senators maprefer the elimination ofgricultural programs that benefit whegtowers in the Midwest; Midwest Senators, in turn,
may prefer the elimination of the Market Access greom which is ofgreat benefit to gricultural products from the West Coast.
Though we have usedgeculture as an exapre, the realy is that various Governmeptograms of all ypes tend to be more
beneficial in some States than others, and that the wlaaless roghly evens out as discretioggsrograms corpete @ainst each
other for funds from the total amount allocated for discretypipendirg. Under the Brownback amendment, tglouwhole
programs could be slated for termination in ordegebfunds for tax cuts. Our collgaes tell us that if their recommended aj@n
in the budet rules were enacted, it could be used to eliminate tobacco subsidigoaateorelfare tgive middle-class tax relief.
In regponse, it could also be used to eliminate a vetgmangsam in order t@jive a new tax break to rigleqple. We are not in favor
of allowing such a result, so wege the defeat of this amendment.



